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10-52-00 PURPOSE

Thi s chapter highlights the Departnmental Federal Assistance Financing
System (DFAFS), the requirenents it places on grants managenent and
contract offices and on operating accounting systens, the role of
DFAFS as a fiscal internmediary and how each area of activity works
together in an integrated systens environnent. It also provides
reference to other docunentary materials which nore fully describe
DFAFS and its operations.

10-52-10 SCOPE

A DFAFS is a system for providing paynents to recipients that are
aut hori zed by HEWawards. It has two specific responsibilities:

1. DFAFS wi | | make paynents for all appropriate Departnental
fi nanci al assistance-like awards (grants, contracts,
agreenents and loans). Initial inplenmentation of DFAFS
began with those open program awards financed through the
previous G ants Paynent System operated by the National
Institutes of Health (NI H).

All other programs will be evaluated by Principal Opera-
ti ng Conponent (POC) and Departnental Managenent (DM
staff with a recomrendation to the Ofice of the Deputy
Assi stant Secretary, Finance (DASF) concerning the appli-
cability of financing such awards through DFAFS. Those
prograns and awards not deened appropriate for financing
t hrough DFAFS nust include a justification for their ex-
enption from DFAFS. Final decision for paynent
responsibility of existing awards rests with the DASF, as
will all future awards.

2. DFAFS is the financial organization responsible for making
paynments to all HEW Reci pi ents who have an HEW Singl e
Letter of Credit. An HEWSingle Letter of Credit is an
agreenment between HEW and a recipient organi zation that
all HEWawards to the recipient will be financed through a
single letter of credit.
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If there is any question as to which programare currently
funded t hrough DFAFS or which recipients hold HEW Singl e
Letters of Credit, the cogni zant Fi nancial Managenent

O ficer should be contacted.

10-52-20 OVERVI EW OF DFAFS

DFAFS was devel oped by HEWto create a single systemthat would
pay awards (grants, contracts, agreements and | oans) for al
appropri ate HEW Federal Donestic Assistance Prograns. By paying
nost HEW awar ds, DFAFS provides the award recipient one foca
point for all cash transactions and for expenditure reporting.
This can be contrasted to a recipient dealing with a potenti al

of 10 HEWfinancial offices for financing of his awards.

DFAFS provi des federal cash to recipients through three paynent
mechani sns:

' Letter of Credit: Funds are drawn (in advance) by the
reci pi ent through his commercial bank which obtains funds
t hrough the Federal Reserve System and the Treasury. This
mechani smis used for all qualifying recipients with an
annual HEW programin excess of $250,000. It is also, by
definition, used for all recipients holding an HEW Si ngl e
Letter of Credit.

' Cash Request: Funds are advanced (via Treasury check) by
DFAFS upon recei pt of a cash request fromthe recipient.
This mechanismis used for the mpgjority of the recipients
pai d by DFAFS who do not qualify for letter of credit
fi nanci ng.

Direct Paynent: For a very |limted nunber of awards DFAFS
makes direct paynents via Treasury check. This mechani sm
i s being phased out of DFAFS.

For both the letter of credit and cash request nechani sns, one
of the major features of DFAFS is that cash is advanced on a
pool ed basis. That is, DFAFS does not advance funds for a
specific award but advances funds on the basis of the total
funds required by the recipient. This facilitates cash manage-
ment for both the recipient and DFAFS.

As recipients expend the federal funds advanced by DFAFS, they
report results back to DFAFS. This reporting serves two mgjor
goals: it reconciles cash bal ances advanced between the re-

ci pient and DFAFS; and, it determ nes the anounts expended by
the recipient on each of his awards.
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D.

DFAFS is |inked to HEW POC/ DM Regi on accounti ng systens through
magneti c tape exchange. HEW POC/ DM Regi ons provi de obligation
data (reflecting individual grants, contracts, agreenents and

| oans) to DFAFS in a standard tape format. These obligation
data provide the basis for DFAFS advancing funds to recipients;
if an obligation is not recorded i n DFAFS, funds cannot be
advanced to the recipient. As expenditure data are reported to
t he DFAFS by recipients, these data are provi ded on magnetic
tape to the HEW POC/ DM Regi on accounting systens. The
Accounting Systens then record these expenditures as

i quidations of their obligations.

DFAFS obtains federal funds to support its paynments to
recipients by billing the HEW POC/ DM headquarters financi al
managenent offices their share of DFAFS paynents. Funds
received fromthe POCs/DM are mai ntained in a grants managenment
fund from whi ch the DFAFS paynents are nade.

DFAFS main functions are providing federal funds to support
awar ds nmade by HEW POC/ DM Regi ons and col | ecti ng expenditure

data. It was not designed to supplant POC/ DM Regi on accounti ng
records. However, since the primary file unit for the DFAFS is
i ndi vi dual award, |inkage wth POC/ DM Regi on accounting systens
is provided at the award |evel. Periodically DFAFS provides a

copy of its award | evel data base to the POC/ DM Regi ons for
synchroni zation with their records.

DFAFS is operated by the Federal Assistance Financing Branch
(FAFB) which is located within the O fice of the Deputy Assis-
tant Secretary, Finance, Division of Accounting Systens and
Pr ocedur es.

10-52-30 RESPONSI BI LI TI ES

A

DEAFS

As a fiscal internediary, DFAFS, through the Federal Assistance
Fi nanci ng Branch (FAFB), has the follow ng responsibilities:

1. Regi stering into its files, new organi zations to which HEW
POC/ DM Regi ons wi | | nmake awards using information provided
by t he POC/ DM Regi ons.

2. Est abl i shing a paynent relationship with those recipients
recei ving awards from HEW POC/ DM Regi ons.

3. Expedi ti ously posting obligation data provided by the
POC/ DM Regi ons. Such data beconmes the DFAFS aut horization
to advance funds to recipients.
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Providing federal funds to recipients in accord with their
needs and authorizations (i.e., obligations) as
est abl i shed by the POC/ DM Regi ons.

Controlling federal cash in the hands of recipients to
m ni m ze such cash bal ances. This includes reconciling
the cash bal ances reported by recipients to federal
records.

bt ai ni ng expenditure data fromrecipients on their HEW
awar ds and providing such data to the HEW POC/ DM Regi ons.

Provi ding a synchronization tape to each POC/ DM Regi on for
mat chi ng agai nst their accounting system records.

Billing POC/ DM headquarters offices their share of pay-
ments made by DFAFS and maintaining a proper bal ance in,
and accountability for, the supporting grants managenent
f und.

Commruni cati ng probl ens expressed by recipients to the
appropri ate POC/ DM Regi ons for resolution and supporting
POC/ DM Regi on efforts to resol ve such probl ens.

B. HEW POC/ DM REG ONS

HEW POC/ DM Regi ons have the follow ng responsibilities:

1.

Providing the necessary information to DFAFS to register
the new recipients to which DFAFS wi Il make paynments on
their behalf. This also includes registering the new
recipient into the Central Registry System (CRS). See
Chapter 10-51 for further details.

Providing valid obligation data in the proper format on a
tinmely basis so that DFAFS can initiate paynment activity
with a recipient. POC/ DM Regions are totally responsible
for all Lhe steps leading up to the award. Included in
this responsibility is provision that an award docunent
properly cites the information necessary for the recipient
to interact wth DFAFS.

Expedi tiously posting expenditures provided by DFAFS into
their accounting systens and providing status of award
reports to their organizations.
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Synchroni zing their automated accounting records with
t hose of DFAFS as enbodi ed on the DFAFS synchroni zation
Tape.

Resol ving problenms with recipients as presented to them by
DFAFS. Exanpl es of such probl ens are:

' M ssing obligations or incorrect anount of
obl i gati ons.

' Expenditure in excess of obligation.
" Use of incorrect docunment nunber.
' Award coded to wong recipient.

Expedi tiously cl osing awards which are conpl eted and
provi ding the necessary closing actions to DFAFS.

Settling paynent requests/refunds for their awards
subsequent to their being closed and purged from DFAFS.

In addition to the above, the POC/ DM Headquarters have the
responsibility to pay the DFAFS billing as presented in accord
with Departmental policy.

A RECI Pl ENTS

Reci pi ents have the followi ng responsibilities:

1.

Drawi ng (or requesting) federal cash only when required
and in concert with applicable government regulations, and
within the terms and conditions of their awards.

Reporting expenditures to DFAFS on either a nonthly or
quarterly basis (as defined by DFAFS) and in concert with
the ternms and conditions of their awards.

M nim zing the amount of federal cash on hand and
reconciling federal cash bal ances with DFAFS as required.

Noti fyi ng DFAFS when all expenditures on an award are
conpl eted and providing a final report of expenditures to
t he awar di ng POC/ DM Regi on.

Communi cating to DFAFS any differences between their
records (as evidenced by obligation docunents) and data
shown on DFAFS reports to the recipient.
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10-52-40 OTHER DFAFS DOCUMENTATI ON

A

This chapter has provided only an overview of DFAFS and its
operations. This is done purposely. To fully docunent DFAFS
here woul d unnecessarily enlarge this accounting nanual .
Alternatively, reference is made to those docunents that a
reader may turn for further information.

1. DEAES User Cui de

' The DFAFS User Cuide provides all HEW organi zati ons
and individuals involved with DFAFS a cl ear and
conpr ehensi ve understandi ng of the system It
expl ai ns the purposes of the system its
capabilities, reporting requirenments and operationa
aspects. It also provides a conprehensive discussion
of the way the system functions as a fiscal
i nternedi ary between HEW awar di ng agenci es and
reci pi ent organi zati ons.

The User Guide is a docunent to assist working |evel
persons in the HEWfinanci al managenent and grants
managenent / program or gani zations. VWile it

articul ates general policies and responsibilities
applicable to DFAFS, it is targeted toward the person
who desires or requires full famliarity w th DFAFS,
as a systemand as it interrelates with the recipient
community and the total HEWgrants and fi nanci al
managenment processes. The nost specific target

audi ence of the DFAFS User Cuide is the several

fi nanci al managenent organi zations; and its intent is
to provide a total picture of DFAFS as it relates to
all grants and financial nmanagenent practices.

' This Guide was provided to all hol ders of the HEW
Accounting Manual and/or the HEW G ants
Adm ni strati on Manual. Copies were also distributed
to POC/ DM Regi on chi ef contracting officers.
Addi tional copies may be secured through the CS
Publ i cations Service.

2. DFAFS Reci pi ent Handbook

Thi s docunent, al so known as the "G ay Book", was
first published in August 1974. 1t contains
instructions for the recipient so that he may
properly interact with DFAFS. This docunent can

i npart a special viewpoint to the reader who w shes
to view DFAFS fromthe recipient's perspective. The
maj or enphasis is on information the recipient needs
to know in order to interact w th DFAFS.
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" The DFAFS Reci pi ent Handbook is, as of January 1,
1977, undergoing revision to incorporate the severa
changes nmade i n DFAFS since it began operation in
July 1974. This revision will be conpleted in the
m ddl e of 1977. Until the revision is conmpleted and
a new document published, differences between the
Reci pi ent Handbook and the DFAFS User Gui de can be
resol ved by recogni zi ng the DFAFS User Guide as
current and correct.

CHAPTERS | N THE DEPARTMENTAL ACCOUNTI NG MANUAL

Wthin the Departnment-al Accounting Manual there are other
chapters which provide information on certain aspects of DFAFS.
They are:

1.

Chapter 10-51. This chapter describes the Centra
Regi stry Systemand how it interrelates wth DFAFS.

Chapt er 3-20. Thi s chapter describes, anmpong others, the
standard i nput record formats used to provide obligation
data to DFAFS and to provide expenditure data to the

POC/ DM Regi ons.

Chapt er 4-40. Thi s chapter prescribes, anong others, the
transacti on codes used on accounting transactions provided
to and by DFAFS.

Chapter 2-35. Thi s chapter prescribes actions which nust
be taken by the Cbligation Control Point to ensure that
award docunents are provided the POC/ DM Regi ons are
provided in a tinely manner. It al so describes speci al

di stribution actions which nust be taken on awards to HEW
Single Letter of Credit hol ders.




